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HUNGARY
ECONOMIC
Hungarian Smoll Tndustry (OKISZ)
Thirty~-five per cent of the total industrial output in

Hungary is produced by the small industries subordinated to OKISZ
(Orszagos Kisipari Szovetkezet - National Small Industries Co-operative
Association). This Association functions as a Ministry and its President,
Jozsef ERDUS, holds the rank of Minister.
2. " The OKISZ small industries produce cheaper and better quality
goods than the general industry. Production costs work out at 50%
for raw mrterials used, the remaining 50% covering wages and all overhead
expenscs., In the genoral industry this ratio works out at ono third
for raw materials, two thirds for rages and overhead expenses.  Genoral
industry nevertheless always receives preferential treatnent fron
Governnent and planners.
3. Workers in OKISZ industries earn on an average 20-25% more than
factory workers. Thoir anmual bonuses, known ag "dividends", anount to
approxinately three to four nonths' earnings. The average factory
worker's annual bonus (known in his case as "profit sharing") does not
anount to much more than the equivalent of one to two wecks' wages.
be Production of the OKISZ industrics is naturally co-ordinated with
that of the general industry, T Iatbarts interestey. however, always
roxril, widch mesults infreduent comfusion.

(Thus: under the third quarter plan in 1959 an order

was placed with OKISZ for 500,000 Kgs of PVC grey,

synthetic clothing material (the grey colour was

important as waste materinl can be used in its

manufacturce, thereby halving production costs). A

wank Tater thia Ardar wma taler aunmvy fran OKTSZ A0
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placed with ceneral industry, OKISZ at the sane

tine recciving instructions to manufacture

synthotic tubes. Ais prodiction had already been
geared for the manufacture of the clothing mterdal,
OKISZ ecarried on with it, producing however culourcd
instead of grey PVC material for which there is
always a ready narket abrond.  arrangerients, however,
had to be made for the proluction of the synthetic
tubes as well, resultin: in considerable confusion in

the twe sectobs of the. industry.)

Hung ARy
5. PVC naterial is impcrté%Afron the U.S.S.R. 50X1-HUM

[}

In 1959 the quartérly guantities| involvel were 5-6,000 tons fron the

U.S.S.R. 1,800-2,000 tons  |(i.c. a ratio of approxiatcly
\
3:1). The raw matcerial is of excellent quality, and has tho

apnoarance of crystalline powler; the Scviet materinl is of an inferior
quality and rougher consistency. The OKISZ inlustries pay 13.65 Forints
per K5 for PVC raw material, whether of[::::::::]Soviet orizin, 50X1-HUM
6. Imports of Polyari and Polyctilane represent about a tenth of
the quantity of PVC inmpsrted.

7. The nonufacture of synthetic matorials is handieapped by
insufficiont or imperfceet raw materials, as well as bad planning and
nisnanazoment. 4 chronic shortage of foreign currcncy prohibits tho

import of better quality raw materials fron Western cruntrics. The
ch.nicel industry connot keep nmace with the required production of synthetic
rov materials. Plans are now being claborated for the manufacturc of raw
PVC at PET, but initial cutput is not cxpected to excced six hundred tons
per annmunt.  The nccessary machinery for tho chenicnl infustry was obtninc?

fron Czechoslovakia and East Germany in 1958, but for reasons unknown o8

not yet been assecmbled. The quality of this machinery is poor.
8. Only about 10% of the homc demand for synthotic cloth ean be

subplied by industry.

SECRET

Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP80T00246A053100150001-5



Sanitized Copy Approved for Release 2010/10/07 : CIA-RDP80T00246A053”‘I' 00150001-5 50)(1 -HUM

SECRET

-3 -

L,
.

9. Raw materials allocated to industry are sold at Ajifferont
nrices .to the general industry, OKISZ industrics and trades and
craftsnen, the former receiving then on the nost advantageous terns.

The re-phasing of raw matorinl prices at the beginning of 1959 has 1nd
little effcet in improving the cnsuing anomalous situation.

10. It frequently happens that the Russians canccl orders at the
last oment when joods have alrenly been manufactured, 4 typieal case
oceurreC. in 1954 whon the Russinng suddenly refused acceptance of two
nillion shirts, not beeause they were below the required standard, but
because thoy hadl "mude arrangenents elsewhere". The shirts werc
eventually sold to 3elgiun for re-cxvort to .ifrica at very considerable
less. This incident is still talked of as a warning to HUNGAROTEX
planners

il. 4 more recont casc occurred in 1958 when the Russinns rofuscd
acecptance of oncmllion pairs of ;loves on the grounds ~f inferior
qurlity. 4Lt the same time they instructed the Roumnniars to take over
the consigniment.

12. Incidents such as those are quite cormon with other Soviet Sloe
2ountrics.  The strictest buyers arc the Russians, followe! by the
Czechs., It haos beernme an cstoblished nractice annsns the Satcllite countrics
to cheat onc nnother in this type of busincss. When ecrious differences
ariso thoy arc scttic! cither by Russian intervention, or between hih
Party officials of thc tun countrics concerncd.  Froquent differcnecs
of this naturc nceur betwecn Hunzary and Roumania and to a lesser extent
stlgaria,  In all cascs Russian wishes arc accepted as unquestionable
orders,  No-onc will darc refusc to takc over inferior quality goods
fron the Russiang or, on their ingtructions, from other countri-s This
Soviet practice of otherwise disposing of soods orcercd, thus frecein:

Soviet trade »f nll cormereinl risks, is the caugg 2t deal of the

confusion provailing in Satellite inT ALl Y iderable

finnicial losscs.,
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13. In goneral the Hungarian textilc in'ustry will try to satisfy
Soviot requircnents with inferior quality zoods, retainin: the hizhest
guality goods for export to Western countrics with a vicw to obtaining
preeious foreign currency.

14. In 1959, owing to over-production in general indusiry, somc
branches of thc OKISZ industrics were forced to reduce output by 30-405

in order to avoid a surplus. This 2prlied miinly to finished clothing,
Normally the demands of the home market for those zonds arc satisfied by
general industry, while thc OKISZ incustrics work for cxport where

existing trade agrocrents permit this., In 1959 this was not the cnsc;

henec the reduced procuction and re~phasing.

15. MASZEK  (private small firms) continucs to be liqui‘ated.

Thus, in 1959 no private firn was pernitted to manufacture PVC synthotic
cloth,  On liquidation equipment owncd by the firm, if under the valuc

of 50,000 Forints, is velued by cxperts of tho "MUSZAKI 3IZOMANYI

4RULZ"  (Techinical Comnission Shop) and, if the owncr clcets to join

the OXISZ industrics, he is cntitied to the assessed valuc., (Craftsien
usually let their wives join the OKISZ irdustries, while they thenusclves
try to stay on in private business, mnnufacturing -ools not yot on the
prohibited list.) If the cquipn nt is worth zore than 50,000 Forints, a
valucr fron the Ministry coacerncd will agsess it.,  Lerrding to law comnen-
sation must be »aid within throc years of the date of liquilation. Owing
to the prevailing practice of corruption, it is possible to obtuin this
coipensation within threc months. Sinilarly, valuers arc ofton bribod

by owncrs to raise the valuc. Corruption is widespread in cverytny busincss
life, anl on the incrcase. Officials will 2o alnost ~nythin: to linc tcir

pockcts, despitc 2ll rules and Party slosans,
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